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Introduction

I count him braver who overcomes his desires than him who overcomes his enemies, for the hardest victory is victory over self.
Aristotle.
"I shouldn't …" is the thought that crosses one's mind while on a diet before ordering a heavy chocolate fudge at dinner. "Next time, I'll start earlier …" is said when on an assignment and "I am going to stop tomorrow …" is what a smoker thinks while lighting another cigarette.
Using drugs, smoking cigarettes, or eating unhealthy food are the most prominent examples of habits usually attributed to an incapacity to resist, often referred to as a failure to engage in self-control. Self-control is defined as an individual's ability to break bad habits, to overcome initial impulses (Baumeister (2002) ), and to control one's emotions and behavior (Baumeister, Heatherton, and Tice (1994) ) while self-control failure results in individuals engaging in suboptimal behaviors (Ariely and Wertenbroch (2002) ). Self-control failure, viewed as the major social pathology of present times (Baumeister, Heatherton, and Tice (1994) ), appears in light of considerable individual heterogeneity in the ability to resist temptations that is accompanied by helplessness to resist the dictates of one's impulses (Rook (1987) ) and it is even more likely to take place in the absence of standards, monitoring or and to then measure the impact of lower levels of self-control on investors' financial and trading decisions from their trading records. We thus use the trading records of clearly identified smokers (N = 5'370) and nonsmokers (N = 14'001) and analyze their trading behavior, portfolio allocation habits and performance for 2012 to 2018. The data on private investors used stem from a German online brokerage and include information on every trade taking place during that period. While the length of the time series and the ability to observe trading behavior and asset allocations are clear advantages of the dataset, one disadvantage remains. Because we focus on participating investors only, our investors have positive savings and hold equity, preventing us from examining participation decisions. A comparison of these data to federal statistics shows that sociodemographic data are comparable to the average German stock market participant.
Whereas smokers are found to trade more, they somewhat surprisingly are better diversified, hold a lower stock share and present no significant preferences for lottery stocks. Does this mean that smoking is hazardous to their health but not as much to their wealth? This answer is no. Smokers being better off in terms of decisions requiring self-control tends to be a direct result of their significantly higher demand for delegation on financial decision making.
Smoking strongly and significantly predicts investors taking financial advice and/or maintaining a higher fund share. When we account for these factors and run the same regression for smokers with and without delegation, we find that nondelegating smokers tend to overtrade more, are less diversified and show a lower return.
Our findings show that smokers, as examples of investors with lower self-control, appear to be well aware of their predispositions and are hence more likely to deploy precommitment devices and to delegate their financial decision making to a professional financial advisor or fund manager. While individuals normally prefer to be presented with several options and to
Electronic copy available at: https://ssrn.com/abstract=3347625 follow more-is-more reasoning, constraining one's own choices and remaining with fewer opportunities might be sensible when an individual benefits from fewer options. This might occur when fewer choices improve one's ability to resist desires by excluding otherwise desirable choices and/or by avoiding exposure to an overload of options. Smokers appear to frequently precommit in several ways, and this habit helps them to overcome the unwanted consequences of limited self-control in their investment decisions and to sometimes even overcompensate for the negative consequences of lacking self-control by delegating decisions.
To strengthen our findings on smokers being characterized by lower self-control and using delegation as precommitment device, we analyze their saving plans and find that investors with low self-control exhibit a significantly higher probability to use saving plans (7.5%) but experience difficulties maintaining them. Furthermore, we check the robustness of our results by examining the consequences of self-control depletion that result when investors attempt to stop smoking and by discussing a comment repeatedly made that smokers are more sociable, which (if they indeed are) might create an endogeneity issue. Our results are robust in both cases. Clearly, trading does not represent an easy means to reach a substitute drug, such as food, as we do not find any particularly interesting differences between those who have quit smoking and regular smokers. In the second case, smokers merely view themselves as more sociable, which is not true relative to the overall population, as research psychology shows.
Consequently, from our empirical tests, we do not find that smokers use financial advising for socializing or adhere more closely to the advice given.
Data
Investor data
We collaborated with an online brokerage bank that offers brokerage accounts in combination with current accounts and debit and credit cards. Of their several hundreds of thousands of customers, we received data on a randomly chosen subset of 113,000 investors. For these investors, we received data on time-stamped security transactions, monthly portfolio holdings, time-stamped current account bookings with the value of transactions, and transaction types (wire and point-of-sale-transactions (debit and credit cards) and ATM withdrawals). We were also granted access to a file listing sociodemographic information for the investors, a file that describes the securities they hold in terms of security types and asset classes and a third file outlining whether a client has received financial advice and how often clients and advisors have interacted.
For this study, we only use clients who make at least two ATM withdrawals or point-of-sale transactions per year, which leaves us with 19,371 investors. These investors can be described as follows: The average investor included in our sample is 49 years old, has an annual income of 50,483 Euros, and holds a portfolio of 48,187 Euros. The average investor is married (52%) and male (87%). Most investors work as employees (52%), whereas 9% are retired and 19% are self-employed.
[Insert Table I about here] These descriptive statistics are closely comparable to those reported in household finance studies based on US data (cp. Odean (1998); Barber and Odean (2001) ). Brokerage clients are generally expected (Cole, Paulson, and Shastry (2014) ) and found to be more sophisticated than the overall population (Dorn and Huberman (2005) ). Therefore, it is not surprising that Electronic copy available at: https://ssrn.com/abstract=3347625 5% of our investors hold a doctoral degree. This value is higher than that of the German population (1.1%, German Federal Bureau of Statistics (2011)).
Investor panel data sets based on administrative data are usually subject to the concern that they in fact only observe play money accounts. To address this concern, we compare average portfolio values to official statistics. Deutsche Bundesbank (2013) reports the average portfolio value of a German stock market investor as roughly 48,000 Euros. This value seems comparable to the average values observed in our sample. Additionally, we compare portfolio holdings to self-reported gross annual household incomes for investors reporting these data.
Since income is reported within several ranges, we use the midpoint of each range as a proxy for investor income. The mean ratio of the average portfolio value (for the entire sample period) to annual income is close to 1.0. For a comparison, the ratio of total financial assets to gross household income for the German population is roughly 1.1 (German Federal Bureau of 
Identification of Smokers
Although attributes related to self-control are essential determinants of decision making, we still know surprisingly little about the impact of self-control and its failure from field data due to inherent difficulties to measure self-control in a clean and reliable way. Commonly used measures for self-control like the big five personality traits or directly asking in questionnaires are known to have limited empirical support (e.g., Block (1995)) or strongly suffer from social-desirable bias when asked for behavior indicative of lacking self-control.
We propose to measure self-control and lacking self-control using revealed preference of people. Therefore, we make use of the unique features of tobacco product pricing in Germany. Tobacco products trade at prices set at increments of ten cents, i.e., 6.40€, 7.50€, Electronic copy available at: https://ssrn.com/abstract=3347625 etc., whereas prices are usually set to x Euros and 95 or 99 cents to signal lower values in retail sales to customers (Holdershaw, Gendall, and Garland (1997); Sonnemans (2006) ).
Additionally, according to the German "Tobacco tax law", prices of tobacco products must be set by producers for single boxes of cigarettes and must be the same across all retailing outlets in Germany. Both of these features set these products apart from other retail products and allow us to identify smokers. We use an item list of all tobacco products sold at a large supermarket chain including price histories from January 2016. As cigarettes are the top selling tobacco product, we exclude all other products, such as cigars, cigarillos, fine cuts and accessories, and use the remaining 935 products of 45 brands for our analysis.
We use the current credit and debit card transactions of a German discount brokerage including information on every transaction made during the period and we identify smokers when account transaction prices correspond with a multiple of one cigarette box. We collected a total of 8 million credit and debit card transactions made by 19,371 investors after excluding all investors from our sample of over 100,000 clients who do not make at least two ATM withdrawals or point-of-sale transactions per year. An investor is defined as a smoker when he/she makes more than two purchases per year that can be linked to a multiple of the price of a cigarette box over the observation period of January 2016 to June 2018. The total value of a purchase must be less than 100 Euros. This procedure may still identify investors as smokers by chance for those making two or more purchases each year at the price of a multiple of a cigarette box. If this is true, the results that we report may underestimate the effects of being a smoker due to including nonsmokers in our smoker sample. We report the number of purchases identified as tobacco purchases per year in figures I and II and indeed find a large number of purchases of less than twelve, which might reflect periodic dues. With our initial approach, we find 5,370 people to be smokers. This means that the share of smokers is 27.7%. This value is comparable to a value reported by the OECD, which reports a smoker share of slightly above 20% for Germany (Statista (2018) ). However, the OECD refers to smokers as those who smoke daily. Therefore, in further analyses, we also investigate heavy smokers and find our results to become stronger when we restrict our sample to investors purchasing cigarettes more than 21 times over the sample period. Note that after applying additional restrictions, we draw the same conclusions. This finding also shows that potentially incorrectly identified smokers would underestimate our results while reducing the risk of discriminating against smokers who pay less frequently with their credit or debit cards.
[Insert II about here]
Measurement of investment mistakes and portfolio performance
To measure whether and how self-control affects investor behavior, we consider measures of trading behavior, asset allocation and investor portfolio performance.
To quantify trading behavior, we measure four variables. First, we identify whether an investor has traded in a given month. This variable, trade month, is equal to 1 when an investor makes one trade in a given month. The second variable, trade size, measures the absolute size of trades made in a given month conditional on an investor trading. We use the absolute value of trade to treat purchases and sales equally. We follow Barber and Odean (2001) for the third proxy of portfolio turnover and compute it for investor i for month t: When monthly portfolio turnovers are larger than 1, the turnover is set to 1 (= 100%) for that specific month. As the fourth trading measure we also compute the disposition effect as the difference between the proportion of realized gains and the proportion of realized losses
Electronic copy available at: https://ssrn.com/abstract=3347625 following procedures described by Odean (1998) . We use trading executed in all twelve months of the year to compute the disposition effect. Note that the results remain qualitatively unaltered when exclusively examining the period running from January to November.
With respect to the asset allocation decisions of investors we also consider established measures. These measures are the HHI (Herfindahl-Hirschmann index) as a measure of diversification, the fund share, the single stock share and the share of lottery stocks (lottery stock share). The HHI is a measure of portfolio concentration. 3 Empirical analysis and discussion
Self-control and individual investment decisions
We start this section with a brief discussion of the anatomy of a smoker as the individual representing an investor with self-control issues in our sample. In a linear probability model, we find that smokers identified in our sample are younger, wealthier, and more likely to be male, married and more risk-averse. With respect to occupation, smokers are typically employees or retired. We do not find holding a doctoral degree to affect the propensity to smoke. The r-squared of 10% is relatively high for studies of household finance.
[Insert III about here]
To test differences in trading behavior, asset allocation and portfolio performance among investors with (smokers) and without (nonsmokers) self-control issues, we run the following cross-sectional or pooled cross-sectional regressions defined as follows:
represents the measures of trading behavior, asset allocation or portfolio performance.
is our measure of smoking set to 1 when we identify an investor as a smoker. is a vector of the control variables. As control variables we include gender, age, risk class, ln of the portfolio value, length of the relationship between a bank and client, and a dummy equal to one for investors with doctoral degrees, who are employees, who are selfemployed and who are retired investors. For the pooled cross-sections, we also include yearfixed effects. The effect we are interested in is 1 .
Our results are robust to using different methods of clustered standard errors at the level of individual investors in case we have repeated observations for each person to account for heteroscedasticity and autocorrelation in the residuals. An alternative approach would involve clustering at the zip code level to reflect regional commonalities between the portfolios of investors due to a local bias (Ivković, Poterba, and Weisbenner (2005) ) or the word-of-mouth effect (Hong, Kubik, and Stein (2004) ). Using zip code clusters does not qualitatively affect the significance reported. As they all yield qualitatively unaltered results, we only use heteroscedasticity robust standard errors.
We start by discussing our results on the trading behaviors of investors with and without selfcontrol issues (table IV) . Column 1 shows the regression for the variable trade month, which is equal to one when an investor makes a trade in a given month. Independent of the specification used, this result is consistent with the theory that investors with lower selfcontrol are prone to trading more.
[Insert IV about here]
To determine whether smokers trade more but with less volume, we run the same regression for the proxy trade size (column 2). Contrary to our expectations, smokers are not only more likely to trade but also trade in larger volumes once we control for portfolio size.
Against the backdrop of the previous results, we also find that lacking self-control is positively related to portfolio turnover (column 3). Indeed, the turnover of smokers is roughly 0.55% per month (6.6% p.a.) higher than it is for nonsmokers. Note that magnitudes for smokers and male investors are roughly the same. This indicates that both self-control proxied by smoking and overconfidence proxied by being male have roughly the same impact on trading volume. Baumeister, Heatherton, and Tice (1994) find that anxious individuals tend to prefer speed over accuracy, as they make relatively more decisions with poorer results rather than making the right decision the first time, implying the hope that more exerting effort should improve overall performance. Regarding this finding from psychology and
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based intuition, a lack of self-control appears to increase the trading volumes of private investors.
This picture, however, changes when we look at the disposition effect and measures of asset allocation (table V) . People who lack self-control do not tend to realize gains more quickly than losses (column 1), hold portfolios that are better diversified when considering the HHI as a measure of portfolio diversification (column 2), or hold portfolios with a larger fund share (column 3).
[Insert 
Delegation as a precommitment device
To isolate the impact of delegation decisions, we run a specification in which we interact the smoker dummy 6 with a delegator dummy of equal to one when an investor either employs a financial advisor or has a mutual fund share of above 50%. In this specification 1 measures the behaviors of smokers without precommitment and 2 denotes the difference and its significance for this behavior. Accordingly, when individuals precommit and this turns out to be successful, we expect the coefficient of 2 to have the opposite sign of 1 and to be statistically significant.
These regressions show that nondelegating investors with a lack of self-control tend to trade more (table VIII, column 1), to trade in higher volumes (column 2) and to end up presenting a significantly higher level of turnover (column 3). Relative to the results that do not account for the interaction, the effects for nondelegating smokers become stronger and support the hypothesis that investors with a lack in self-control are more impatient and impulsive (Mitchell (1999) ). The monthly turnover for a nondelegating smoker is 1.09% (13.08% per year) higher than that for a nonsmoker and therefore nearly double the previous size. The 6 Note that we identify smokers as those making two or more purchases per year that can be linked to the price of cigarette boxes or to its multiple and thus, we may identify investors as smokers, running the risk of identifying nonsmoking investors as smokers. In contrast to the logic applied to our analyses to this point, falsely classifying a nonsmoker as a smoker would overestimate our results on delegation. We therefore analyzed the sample of delegating smokers and found them to show a higher number of tobacco-related transactions than the entire sample of smokers. This mitigates this concern to the greatest extent. Furthermore, running the same regressions for investors purchasing cigarettes more than 21 times over the sample period does not qualitatively alter our results.
value is clearly also higher than it is for delegating smokers. These findings offer further support for the speed over accuracy hypothesis from the research in psychology.
[Insert Table VIII about here] We no longer find a significant effect for the proportion of realized gains and losses for nondelegating smokers (table IX, column 1). However, the HHI as our measure of portfolio diversification indicates that nondelegating smokers hold less diversified portfolios (columns 2 and 3). The same observation holds for portfolio performance (table X, columns 1 and 2).
Nondelegating smokers also maintain a significantly lower net Sharpe ratio (columns 3 and 4).
[Insert Table IX state and the investor experiences a loss of self-esteem, which may cause a decline in selfcontrol strength and thus increase the probability of future self-control failure (Baumeister, Heatherton, and Tice (1994) ). After repeated failure, it is common for individuals is to give up and withdraw effort, as the future probability of failing is subjectively perceived to be higher. In contrast, Roth and Bootzin (1974) show that individuals faced with a situation in which they have failed are even more likely to attempt to achieve control as a direct result of their strong desire to protect their battered self-esteem from further injury.
When investors with low self-control anticipate that a self-control failure may harm their financial wealth, they make use of professional financial advisory and/or higher fund shares as a precommitment devices to address their self-control issues with financial decision making. From a desire to make healthy decisions or to avoid dissonance, individuals commonly use self-imposing and costly deadlines or externally imposed deadlines to control impulses by precommitting their choices to improve their task performance (Ainslie (1987) ;
Ariely and Wertenbroch (2002)). Such commitment devices are defined as individual arrangements seeking to realize future plans or to ensure future behavior that is otherwise 8 Higher levels of risk aversion in financial decision making and the finding of investors with self-control issues being more heavily invested in gambling assets might appear to contradict smokers' generally lower levels of risk aversion reported in the literature (e.g., Barsky et al. (1997) ; Adams, Bose, and Rustichini (2014)) on first sight. While they realize the risks that come with smoking even when they rate the risk as lower for themselves than for others (Arnett (2000) ), the decision to continue to smoke indicates their preference for gambling. However, smokers aware of their predisposition to fail in self-control tasks appear to be anxious about their potential failure in other domains such as financial decision making, which comes with a higher degree of risk aversion.
difficult to carry out due to intrapersonal shortcomings such as a lack of self-control (Bryan, Karlan, and Nelson (2010) Each transaction is flagged in terms of whether a purchase was made as part of a savings plan. We classify an investor as a savings plan user when he or she makes one or more saving plan purchase after the 1 st of January 2012. We additionally measure the number of months during which an investor contributes to a savings plan and the average monthly contribution made by saving plan users. We find that smokers show a 7.5% higher likelihood of using saving plans (table XI, column 1) with a higher monthly saving rate (column 3) than 9 Amador, Werning, and Angeletos (2006) use a theoretical framework to identify the optimal balance between commitment and flexibility in a consumption-savings model when full commitment and thus the elimination of all options is not necessarily optimal. Although it is unlikely that smoking is a good idea for the future self, it is still imaginable that preferences, variables or external shocks change the valuation of future actions (e.g., for savings or investments) and that the individual needs the flexibility to change their commitments afterwards.
nonsmokers. While this savings amount is not significant, smokers show adhere (contribute) to a savings plan over significantly fewer months (column 2).
[Insert Table XI about here]
This indicates that smokers are aware of their shortcomings but fail to adhere to their precommitments when given the opportunity to opt out of them 10 . Nevertheless, their higher tendency to use saving plans seems to drive the overall higher fund share found for smokers than for nonsmokers. This line of reasoning is consistent with the findings of Beshears et al.
(2011) who show that individuals with lower self-control select (potentially costly) illiquid and highly restrictive saving accounts. Following this premise, investors with low self-control are willing to use commitment devices to overcome or rather substitute their self-control issues, but they experience a hurdle in terms of adhering to them. However, the higher probability of joining a savings plan and the marginally higher contributions made may have positive effects for the group of smokers in absolute terms and relative to nonsmokers.
Our findings illustrate the significant impact of self-control on individual decision making in finance. Smokers, as examples of investors with lower self-control, seem to be well aware of their predispositions and are hence more likely to deploy precommitment devices and thus to delegate their financial decision making to a professional financial advisor or fund manager.
Smokers appear to frequently precommit in several ways and this habit helps them overcome unwanted consequences of exerting limited self-control over their investment decisions and to sometimes overcompensate for the negative consequences of their lack of self-control by delegating decisions. These precommitments need to be binding, as they exhibit shortcomings in adhering to their plans.
10 Romal and Kaplan (1995) find from questionnaires that individuals with more self-control are characterized by higher savings and lower spending. Our findings might provide further evidence for this hypothesis when investors are not given an opportunity to pre-commit.
Does quitting smoking remove the positive impact of smoking on portfolio allocation and performance?
Some smokers who are aware of the health risks of smoking and/or concerned about mounting stigma from society decide to quit smoking. Laibson (2001) shows with a rational choice model that even the physiological presence of cigarettes influences preferences to smoke and concludes that smokers may benefit from actively avoiding such pitfalls.
Consequently, smokers are willing to use valuable resources to commit. For example, they tend to regulate their consumption by purchasing smaller packs of cigarettes even when the price per cigarette is relatively higher (Wertenbroch (1998) ). Furthermore, Giné, Karlan, and
Zinman (2010) show that smokers are willing to use costly contracts as a precommitment device and to make monthly deposits into a savings account that returns the money after six months when they successfully quit and that donates the money accumulated in the savings account to a charity if they fail 11 .
As we identify engagement in smoking as an indication of low self-control, self-control is required for a smoker to quit smoking. A widely discussed topic in psychological research on self-control is that of self-control depletion where self-control is viewed as a limited resource that resembles a muscle. Muraven and Baumeister (2000) find that individuals show a reduced level of self-control strength and a higher probability of failing to engage in selfcontrol after completing a task requiring self-control. Their physical performance declines, they are more likely to fail in controlling their emotions, and they are less motivated to resist temptations (Muraven, Tice, and Baumeister (1998) ). Shmueli and Prochaska (2009) analyze the effect of low self-control on the probability of smoking and find that smokers are more 11 Commitment saving products are popular and successful tools used to manage self-control issues as shown by Ashraf, Karlan, and Yin (2006) . The authors offered a commitment product with individually determined and then unchangeable restrictions to 710 randomly chosen clients, of which 28.4% finally subscribed to the product. Clients given this treatment achieved an 81% higher average savings balance after twelve months compared to the control group.
likely to smoke after they resist eating sweets, which supports the self-control depletion theory. Smokers who wish to quit smoking are often recommended to turn to substitute drugs such as physical activity to bolster self-control capacity (Hagger et al. (2009) To address this conjecture in relation to our context, we identify smokers who are trying to quit as those smokers who continue use debit and credit cards to purchase point-of-sale goods but who stop purchasing boxes of cigarettes. A person who has quit smoking is defined as an individual making purchases at a point of sale in any year of our sample period but who purchases his or her last box of cigarettes in 2017 or 2016. This procedure allows us to create a time series of quitters that is long enough support a sensible analysis. We find that 506 of the investors examined have quit smoking, representing 10% of the smokers included in our sample.
We then run regressions on becoming a person who has quit smoking and on the propensity to use financial advice when later becoming someone who has quit smoking. Both regressions are not free of look-ahead bias. However, because we can only use crosssectional specifications, we are presented with few opportunities to overcome this caveat.
Nevertheless, the regressions show that it is extremely difficult to predict the likelihood of quitting, as none of our predictors is significant with a very small r-squared value. We find relatively weak evidence for an individual who has quit smoking being more likely to
delegate. This is consistent with the idea that smokers who are aware of their self-control issues and they consequences are both more willing to use precommitment devices measured by taking advice and as ultimately trying to quit smoking in the first place.
To analyze whether self-control depletion affects financial decision making, we run difference-in-difference tests according to formula (3). The variable stoppedi,t takes a value of one for the month after a smoker has stopped smoking. C is again our vector of control variables.
We report the results in table XII and begin by examining the trading behavior of private investors (table XI, columns 1 and 2). Investors who have stopped smoking present a lower degree of turnover and trade less frequently than investors who continue to smoke. We also find no effect on the disposition effect for smokers (column 3).
[Insert Table XI about here] In all, we find a slightly significant effect (disposition effect) and a significantly negative effect (trading activity) of resisting temptation on our trading measures. Therefore, our results are stronger than those of O'Connell, Schwartz, and Shiffman (2008) , who find little support for the resource depletion model for quitting smokers. Additionally, regarding asset allocation (diversification and fund share) or portfolio performance we find hardly any effects of relevant economic magnitude or statistical significance 12 .
This phenomenon may be attributable to occurring costs such as participation and information costs (Alan (2006); Vissing-Jorgensen (2002); Vissing-Jorgensen (2003) ). These 12 If quitting smokers use trading as substitute drug, the usage should be highest directly after quitting when they are commonly known as most depleted. Note that we still do not find effects when running the same regressions as above and focus on the first or second month following their last tobacco product purchase.
costs are not decreased by quitting smoking and while sourcing requires even more selfcontrol (which is depleted), other temptations, such as chocolate fudge, may be comparatively easy to access. Such temptations may be used as substitute drugs for smoking while smokers try to quit. Trading according to our results is rather avoided the same way in which smoking is avoided.
3.4 Do smokers delegate because they are more sociable and prefer to socialize rather than trying to precommit?
Most of the smokers who we spoke to made an interesting point in arguing that smokers may be more prone to delegate their financial decisions to a professional advisor not only to deal with their self-control issues but also as a result of their higher levels of sociability.
Smokers rate smoking as a generally sociable activity (Huijding and Jong (2006)) and therefore commonly view themselves as being more sociable (Moran, Wechsler, and Rigotti (2004) ). However, Vries and Kok (1986) show that smokers only perceive themselves to be more sociable, while according to nonsmokers, there is no effect that contributes to social conflicts between smokers and nonsmokers regarding social representations of smoking (Echabe, Guede, and Castro (1994) ). The belief that smoking peers are more sociable is a predictor of engagement in smoking behavior (van den Eijnden, Spijkerman, and Engels (2006)). Equally important determinants are having smoking parents or friends (Tyas and Pederson (1998) ) and exposure to social pressure (Stacy et al. (1992) 
Conclusion
Even among wise men and women, there is no doubt that self-control is of great importance and that self-control failure affects human well-being in different ways. Nevertheless, little was known about the impact of self-control on portfolio allocation, trading patterns and portfolio performance as self-control has been a difficult-to-measure determinant in empirical settings. Faced by the shortcomings of commonly used personality traits (little empirical support), experimental settings (no time-dimension) or questionnaires (social-desirability bias), we clearly identify self-control issues in our empirical data set by analyzing purchases for tobacco products to determine smokers. This approach allows us to find smokers being prone to trade more, exhibit investment biases and achieve lower returns. Furthermore, we find that smokers might be aware of their predispositions and deal with them by delegating their financial decisions to fund managers or professional advisors.
We opened with a quote from Aristotle and we can't help but concluding with Homer's Ulysses pact to overcome future self-control failures through pre-commitment devices.
Ulysses who wished to hear the sirens sing instructed his men to tie him to a ship's mast to hear them without risking jumping into the sea and dying. The same holds for individual investors who realize that they are faced with self-control issues in making financial decisions. Rather than acting on their own, they tie themselves closely to a professional advisor or fund manager and therefore participate in financial markets without taking the risk of jumping into a wild sea of investment mistakes. 
Figures Figure I. Cigarette purchases made in 2016
This bar chart presents the fraction of cigarette purchases made with a debit or credit card in 2016 for investors identified as smokers. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. Investor data are obtained from one of the largest German discount brokerages and cigarette prices stem from a German supermarket chain.
Figure II. Cigarette purchases made in 2017
This bar chart presents the fraction of cigarette purchases made with a debit or credit card in 2017 for investors identified as smokers. A smoker is defined as a person who more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. Investor data are obtained from one of the largest German discount brokerages and cigarette prices stem from a German supermarket chain. (2) is a variable for the absolute trade size in Euros and measures the absolute value of trades made in a given month to treat purchases and sales equally. The dependent variable shown in column (3) is the portfolio turnover and is set to one (=100%) for a given month when the monthly turnover is larger than one. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. All regressions incorporate year-fixed effects. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
Tables
(1) (1) is the disposition effect defined as the difference between the proportion of gains and losses realized. The dependent variable shown in column (2) (and column (4)) is the Herfindahl-Hirschmann index (HHI) as a measure of portfolio concentration with mutual funds counted as 100 different securities (one security). The dependent variable given in column (3) is defined as the value of mutual funds relative to the total portfolio value at the end of each month. The dependent variable shown in column (5) is a variable for stock share defined as the value of single stocks (national and international) relative to the total portfolio value. The dependent variable lottery stock share shown in column (6) is defined as the monthly value of all stocks with higher than median idiosyncratic volatility, higher than median skewness, and lower than median prices relative to the total portfolio value. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (2) (3) (4) (5) (2) are measured as the average daily portfolio performance after incurred costs (e.g., brokerage fees or front-end loads). The dependent variable given in column (3) is the average Sharpe ratio (portfolio returns divided by portfolio volatility). The dependent variable given in column (4) is the average net Sharpe ratio (portfolio net returns divided by portfolio volatility). A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (3) is the portfolio turnover and is set to one (=100%) for a given month when the monthly turnover is larger than one. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. All regressions incorporate year fixed effects. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (3)) is the Herfindahl-Hirschmann index (HHI) as a measure of portfolio concentration with mutual funds counted as 100 different securities (one security). The dependent variable lottery stock share given in column (4) is defined as the monthly value of all stocks with higher than median idiosyncratic volatility, higher than median skewness, and lower than median prices relative to the total portfolio value. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. All regressions incorporate year fixed effects. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (2) is measured as the average daily portfolio performance after incurred costs (e.g., brokerage fees or front-end loads). The dependent variable given in column (3) is the average Sharpe ratio (portfolio returns divided by portfolio volatility). The dependent variable given in column (4) is the average net Sharpe ratio (portfolio net returns divided by portfolio volatility). A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (1) is a dummy variable for saving plan purchases and is equal to one when an investor makes one or more saving plan purchases after the 1 st of January 2012. The dependent variable of the number of months using a saving plan employed in column (2) is a dummy variable for saving plan purchases made per month and is equal to one when an investor makes a saving plan purchase in a given month. The dependent variable of saving plan value used in column (3) is defined as the absolute value of saving plan purchases made in Euros. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (1) is a dummy variable for trades made per month and is equal to one when an investor makes a trade in a given month. The dependent variable used in column (2) is a dummy variable for turnover and is equal to one (=100%) for a given month when the monthly turnover is larger than one. The dependent variable used in column (3) is the disposition effect as the proportion of gains and losses realized A person who has quit smoking is defined as a person who makes purchases at the point-of-sale in any year of our sample but who purchases his or her last box of cigarettes in 2017 or 2016. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5), the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) (2) is defined as the number of contacts made between advisors and customers per day after an advisory service is adopted over the observation period. A smoker is defined as a person who makes more than two purchases of tobacco products per year over the observation period of January 2016 to June 2018. As control variables, we further include gender, age, the level of client risk aversion (low = 1 and high = 5);,the ln of the portfolio value, the length of the relationship between a bank and client, and a dummy equal to one for investors with PhDs, who are employees, who are self-employed or who are retired. ***, **, and * indicate that the coefficient estimates are significantly different from zero at the 1%, 5%, and 10% levels, respectively.
(1) 
